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Background

Bureau of Reclamation, Department of the Interior:

Throughout much of the last century,

Bureau of Reclamation (Reclamation) projects Map of Reclamation Regions
played a significant role in the settlement of the
West by providing a reliable source of water and T pesihe A siings

power for irrigated agriculture and rural and urban
communities. Specifically, Reclamation manages 492
dams and 338 reservoirs with the capacity to store
millions of acre-feet of water to assist in flood
control, recreation, agricultural irrigation, and
municipal and industrial use for millions of
Americans.! Reclamation’s reservoirs and dams
generate enough emissions-free electricity to serve at
least 3.5 million homes annually.? This is
accomplished through the operation of 53

hydroelectric power plants which generate 37 )
billion kilowatt hours of electricity annually.® This Source: U.S. Bureau of Reclamation
accounts for 15 percent of the hydroelectric

capacity and generation in the United States.*

The federal government provided the initial capital contribution to build the vast majority
of these early projects; however, the water and power customers who benefitted from the
facilities entered into long-term contracts with the federal government to repay their part of the
initial taxpayer investment.

Highlights of the Administration’s Reclamation Budget Request:

FY18 President’s Request (Net current | $1.06 Billion
authority)

FY18 Annualized Continuing Resolution (CR) | $1.25 Billion
FY19 President’s Request $987 Million

Serving as Reclamation’s principal operating account, the Water and Related Resources
Account is proposed at $891 million, a decrease from the FY18 annualized CR level of $1.148
billion.> Of this amount, the following sub-programs are proposed:

! Bureau of Reclamation FY19 Budget Justification at Water and Related Resources - 1
2ldat 1.

Sldatdl.

4ldatd.

5 Bureau of Reclamation FY19 Budget Justification at Water and Related Resources — 2.
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WaterSMART Program — As authorized under Public Law 111-11, this program includes grants
designed to encourage water conservation.® The grants require local cost-sharing; however, the
grants do not require recipient repayment.’” Reclamation proposes to fund WaterSMART at $19.9
million,® a decrease from the FY 18 annualized CR level of $83 million.®

Rural Water Projects — The proposed budget includes $34 million for rural water projects. This
includes construction funding of $13.795 million, and $20.16 million for operation and
maintenance.'® Reclamation’s rural water supply program is currently operating under Public
Law 109-451, which established a program to assess potable water supply needs and to identify
options to address those needs through appraisal investigations and feasibility studies.!

Dam Safety Program — A total of $88.1 million is provided for Reclamation’s Safety of Dams
Program, which includes $64.5 million to correct identified safety issues.'?

Ecosystem Restoration/Climate Adaptation/Endangered Species Activities — The budget proposes
$19.3 million for Endangered Species Act Recovery Implementation programs, including $12.4
million in the Great Plains Region to implement the Platte River Endangered Species Recovery
Implementation program, and $4.3 million for the Upper Colorado and San Juan River
Endangered Fish Recovery programs.*?

Accounts outside of the Water and Related Resources budget include:

California Bay-Delta Restoration: The FY19 budget provides $35 million for this program,
which, according to Reclamation, focuses on conserving and restoring the health of the
ecosystem and improving water management.!* The Sacramento-San Joaquin River Delta
contains over 1,300 miles of levees and is home to more than 500,000 people.™®

Policy and Administration: The account that finances Reclamation’s central and regional
management functions is proposed at $61 million.®

Central Utah Project Completion Act: The FY19 budget request is $8 million, a decrease of
$10.4 million from the 2018 CR level.}” This account is managed by the Department of the
Interior, not Reclamation.

6 Bureau of Reclamation FY19 Budget Justification at Bureauwide- 64.

7 http://www.usbr.gov/WaterSMART/grants.html

8 Bureau of Reclamation FY19 Budget Justification at Water and Related Resources — 3.

91d. at 8.

10 Bureau of Reclamation FY19 Budget Justification at Water and Related Resources — 5.

11 http://www.usbr.gov/ruralwater/

12 Bureau of Reclamation FY19 Budget Justification at Bureauwide — 13.

13 Bureau of Reclamation FY19 Budget Justification at Water and Related Resources- 10.

14 Bureau of Reclamation FY19 Budget Justification at California Bay-Delta Restoration Fund — 2.
151d. at 14.

16 Bureau of Reclamation FY19 Budget Justification at General Statement — 13.

17 Central Utah Project Completion Act FY19 Budget Justification at Central Utah Project Completion Act — 1.
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Power Marketing Administrations (PMAs), Department of Energy:

Each PMA markets and delivers PMA Map
(via transmission lines) electricity
generated at federal dams and reservoirs
operated by Reclamation and the U.S. BPA . "
Army  Corps  of  Engineers.! , ;
Hydropower  generated at these '
facilities, particularly in the Western 1 ~ 'WAPA
United States, is first used to provide :
electricity to operate irrigation pumps.*°
Any excess power is then primarily sold
by the PMAs to preference customers,
which, by federal statute, are non-profit
rural electric cooperatives, public utility
districts, Indian tribes, municipalities, wara westem area power aaministration
and some irrigation districts.?° Source: Department of Energy

SWPA
‘ SEPA

Under numerous authorizing statutes, preference power is sold at cost-of-service based
wholesale rates, which are designed to repay the federal capital investment (plus interest) in
federal electricity generation and transmission facilities, annual operation and maintenance of
such facilities and federal staffing.?! The rate structures are followed pursuant to 20 to 50 year
contracts the wholesale customers enter into with the federal government. Rates also include the
costs of environmental mandates and replacement power services resulting from these mandates.
With a few exceptions over the years, the PMA budgets are designed to be financed 100% by
ratepayers, as all initial appropriations are reimbursed.??

The President’s FY19 budget proposal would authorize the federal government to sell the
transmission assets of the Southwestern, Western Area, and Bonneville Power Administrations.??
Some, however, have expressed concerns over the proposal.?*

Highlights of the Western Area Power Administration (Western) Budget Request (focused on net
budget authority):

18 Bracmort, Kelsi. “Hydropower: Federal and Nonfederal Investment.” 22 January 2013. R42579. Pg. 9.

9d. at 1.

20 Submitted Testimony of Mr. Victor S. Rezendes, Director, Energy, Resources, and Science Issues, Resources Community and
Economic Development Division, U.S. General Accounting Office, before the House Subcommittee on Water and Power, note 5.
Released June 24, 1999.

2L Testimony of Mr. Mark Crisson, President & CEO, American Public Power Association

“Increased Electricity Costs for American Families and Small Businesses: The Potential Impacts of the Chu Memorandum”
before the House Natural Resources Committee, April 26, 2012 at 2.

21d at 21.

2 President’s FY 19 Budget Request Appendix at 402, 404 and 409.

24 http://www.electric.coop/wp-content/uploads/2018/02/Joint-APPA-NRECA-Perry-L etter-2.26.18-2.pdf .
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FY 18 President’s Request $70.6 Million

FY18 Annualized CR $71.5 Million

FY19 President’s Request $66.6 Million

Western, created in 1977, has the capacity to market and deliver over 10,500 megawatts
of hydroelectricity produced at Reclamation and Army Corps of Engineers dams.?® Western
serves about 700 wholesale customers over 1.3 million square miles in Arizona, California,
Colorado, lowa, Kansas, Minnesota, Montana, Nebraska, Nevada, New Mexico, North Dakota,
South Dakota, Texas, Utah and Wyoming through a 17,000-mile federal transmission system.?
These wholesale customers, in turn, supply 50 million retail customers.?” Western is financed by
annual customer funding and advance payments and appropriations, which are then reimbursed
with interest through customer contractual repayment obligations.

Western’s base program is funded through three main appropriation accounts: the
Construction, Rehabilitation, Operation and Maintenance Account (CROM), the Falcon and
Amistad Operating and Maintenance Fund, and the Colorado River Basins Power Marketing
Fund. Each is funded through a combination of advance customer funding, alternative financing
and appropriations.?® Within CROM, a “Program Direction” subaccount is geared towards
staffing, financial systems and new security standards. The FY19 budget proposes 1,521 Full-
time equivalents (FTEs) for staff, which is level with last year’s request.?®

While Western’s historic core mission has been to provide hydropower to its customers,
the agency has ventured into new arenas. For example, Section 402 of the American Recovery
and Reinvestment Act of 2009 (Public Law 111-5) provided Western with up to $3.25 billion in
borrowing authority to integrate renewable power developed primarily by third parties.*® The
program’s proponents maintain that the borrowing authority’s loans to wind and solar providers
will speed up renewable energy integration since more funding will be available.3!

However, the loan program has been plagued by controversy, beginning with a provision
viewed as a potential taxpayer bailout if a project fails: “If, at the end of the useful life of a
project, there is a remaining balance owed to the Treasury under this section, the balance shall be
forgiven. *?> The Department of Energy’s Inspector General issued a “Management Alert” on
November 4, 2011, indicating that “Western had not implemented the necessary safeguards to
ensure its commitment of funding was optimally protected” on its first project.>® Western has
since maintained that it has improved the program. The agency has eight projects currently

25 https://www.wapa.gov/about/Pages/about.aspx.

26 https://www.wapa.gov/newsroom/Publications/Documents/How-WAPA-Does-Business.pdf at 1.

27 1d. at 1.

28 Department of Energy FY17 Congressional Budget Request -- Power Marketing Administrations. Western Area Power
Administration at 65-66

2 President’s FY19 Budget Request Appendix at 404

30 Pyblic Law 111-5

31 supra, note 29 at 11.

32 Pyblic Law 111-5, Section 402.

33 Management Alert, Western Area Power Administration's Control and Administration of American Recovery and
Reinvestment Act Borrowing Authority at 2.
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utilizing the loan program.3* However, the President’s budget request contains a proposal to
repeal the borrowing authority managed by Western.*®

Highlights of the Bonneville Power Administration (Bonneville) Budget Request:

FY18 President’s Request $4.5 Billion
FY18 Annualized CR $4.14 Billion
FY19 President’s Request $4.42Billion

Bonneville, created in 1937, markets and delivers wholesale electrical hydropower
generated at 31 Reclamation and Army Corps facilities (known as the Federal Columbia River
Power System or FCRPS) to wholesale customers in Oregon, Washington and parts of ldaho,
Montana, Wyoming and Nevada.*® Bonneville, which also receives and markets an average of
1,000 megawatts of nuclear energy, serves 142 municipal, rural electric, public utility districts,
investor-owned utilities and some energy-intensive industries. Covering over 300,000 square
miles in the Pacific Northwest,®” Bonneville has a significant impact on the region’s electricity
market, providing nearly a third of the region’s electricity sales and almost three-fourths of its
transmission capacity.® The agency also sells a significant amount of “surplus” energy to
California utilities in some water years.

Bonneville is self-financed and receives no direct annual appropriations from Congress.*
Bonneville’s annual revenues vary, depending on hydrologic conditions, electricity prices,
environmental regulations and other factors. Bonneville estimates that its overall FY19 budget
obligations will be $4.42 billion, all of which will be repaid by ratepayers.”> The agency’s
expenses include operational and capital costs, including power purchases, staffing,
infrastructure costs and environmental expenditures (i.e., Endangered Species Act compliance)
among other things. The agency has proposed 3,000 FTEs,* which is equal to last year’s level.

Many of Bonneville’s customers are concerned about the status of the Columbia River
Treaty (CRT), which was signed by the U.S. and Canada in 1964. The CRT governs the
development and operation of dams in the upper Columbia basin for power and flood control
benefits in both countries. Each country can give the other a ten-year notice termination,
beginning in 2014.*> The U.S Government reached consensus on a high-level position for
negotiations of the CRT in June 2015, and a lead negotiator was selected by the State
Department in August 2015.%3 Various interests have various positions on the CRT, and the State
Department and Canada will begin formal negotiations this year.

34 https://www.wapa.gov/transmission/T IP/Pages/impacts.aspx.

3 Department of the Energy FY19 Congressional Budget Request in Brief, at 34.

36 https://www.bpa.gov/Finance/FinancialInformation/AnnualReports/Documents/AR2017.pdf at 2.

37 http://www.bpa.gov/news/pubs/GeneralPublications/gi-BP A-Facts.pdf.

38 .

39 Department of the Energy FY19 Congressional Budget Request in Brief, at 34.

404,

41 President’s FY19 Budget Request Appendix at 409.

42 https://www.bpa.gov/projects/initiatives/pages/columbia-river-treaty.aspx.

43 Department of Energy FY17 Congressional Budget Request, Power Marketing Administration, at 131.
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Highlights of the Southwestern (Southwestern) and Southeastern (Southeastern) Power
Administrations’ Budget Request:

Southwestern, created in 1943, has the capacity to market and deliver 2,181 megawatts of
peak electricity produced at 24 Army Corps dams, and sells the power to over 100 customers in
Arkansas, Kansas, Louisiana, Missouri, Oklahoma and Texas. In turn, these entities ultimately
serve over eight million end-use customers.** Southwestern operates and maintains 1,380 miles
of high-voltage transmission lines* and primarily provides peaking power (power provided at
peak times of the day) to its customers. Southwestern’s FY19 budget request assumes $10.4
million in appropriations.*® This amount would be reimbursed by the agency’s power customers.
The budget proposal requests 194 FTEs,*” which is level with last year.

Southeastern, created in 1950, delivers electricity produced at 22 Army Corps
hydroelectric projects.*® The agency sells wholesale peaking power to more than 491 preference
customers in Florida, Georgia, South Carolina, North Carolina, Tennessee, Alabama,
Mississippi, Virginia, West Virginia, Kentucky and Hlinois.*® These wholesale customers, in
turn, supply 13 million retail customers.®® Southeastern does not own transmission lines and
depends on arrangements with third parties to deliver federal electricity.®! Southeastern’s FY19
budget request does not request any federal appropriations, primarily because it does not own
transmission lines. Southeastern is proposing 44 FTEs which has remained level over five
years.>?

National Oceanic and Atmospheric Administration’s (NOAA), Department of Commerce:

Highlights of the Administration NOAA Budget Request:

FY18 President’s Request $4.78 Billion
FY18 Annualized CR $5.64 Billion
FY19 President’s Request $4.56 Billion

NOAA is comprised of six line offices that oversee parts of the oceans and atmosphere,
ranging in jurisdiction from weather observation to management of our nation’s federal fisheries.
The FY19 budget request for NOAA is $4.56 billion in discretionary appropriations, a 19%

4 https://www.swpa.gov/agency.aspx.

4 d.

46 Supra, note 37 at 33.

47 President’s FY 19 Budget Request Appendix at 402.

8 Department of the Energy FY 19 Congressional Budget Request in Brief, at 33.

49 https://www.energy.gov/sepa/downloads/history-southeastern-power-administration-1990-2010.

%0 Lane, Nic. “Power Marketing Administrations.” January 2007. Congressional Research Service, document RS22564.

51 Testimony of Mr. Kenneth Legg, Administrator, Southeastern Power Administration, before the House Subcommittee on
Water, Power and Oceans. 24 March 2015. Pg. 1.

52 President’s FY19 Budget Request Appendix at 401.
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percent decrease ($1.08 billion) from the FY18 enacted level,> and supports 11,270 FTEs which
is a decrease of 314 over FY18 base levels.®* This includes $1.64 billion for the National
Environmental Satellite Data and Information Service (NESDIS), $1.05 billion for the National
Weather Service, $837 million for the National Marine Fisheries Service, $406 million for the
National Ocean Service, and $322 million for Oceanic and Atmospheric Research.>® Broadly,
NOAA’s budget request prioritizes government efficiency with a focus on core agency
functions.® The Committee’s jurisdiction is triggered by NOAA programs managed by the
National Marine Fisheries Service, the National Ocean Service and Oceanic and Atmospheric
Research.

Disaster Relief — Following a year of record hurricanes, Congress authorized $121 million in the
Bipartisan Budget Act of 2018 (Public Law 115-123) to improve weather forecasting, for repair
and replacement of Federal assets, and for other expenses related to the consequences of
Hurricanes Harvey, Irma, and Maria.>” This legislation appropriated an additional $79 million for
“Procurement, Acquisition and Construction” related to hurricane impacts.®® Finally, this
legislation appropriated $200 million to mitigate for fishery resource disasters with a particular
emphasis on those resulting from the hurricanes.®® In addition to this funding, NOAA is
requesting $74 million, an increase of $1.2 million, for its Disaster Preparedness Program to
prepare for future storms as a result of the 2017 hurricane season.®°

Infrastructure Investment — NOAA is in the process of recapitalizing its current fleet of 16
research and survey vessels, which is reflected in the budget request for FY19.5! Toward this
end, NOAA requests $88 million for fleet replacement, an increase of $1.8 million.’? NOAA’s
FY19 NESDIS budget request demonstrates a similar emphasis on infrastructure investment.

Sanctuaries and Marine Protected Areas — The budget includes $49.7 million and 174 FTEs for
sanctuaries operations, a decrease of $1.8 million.®® The National Ocean Service manages one
Marine National Monument and 13 marine sanctuaries, covering a total of 621,000 square miles
of ocean.®* The National Ocean Service also manages 1,600 Marine Protected Areas (MPA) in
U.S. waters and the Great Lakes, which NOAA estimates encompasses roughly 41 percent of the
U.S.’s oceans.®

53 National Oceanic and Atmospheric Administration FY 2019 Budget Justification - Control Table 21.

5d.
55 National Oceanic and Atmospheric Administration FY 2019 Budget Justification — Control Table 20.

% National Oceanic and Atmospheric Administration FY 2019 Budget Justification — Executive Summary, ix.
57 Bipartisan Budget Act of 2018, P.L. 115-123, p. 7.

%8 4.

% datp. 8.

80 National Oceanic and Atmospheric Administration FY 2019 Budget Justification — NOS-25.

61 National Oceanic and Atmospheric Administration FY 2019 Budget Justification — Executive Summary, X.
52 National Oceanic and Atmospheric Administration FY 2019 Budget Justification — Control Table-12.

53 National Oceanic and Atmospheric Administration FY 2019 Budget Justification — NOS-50.

64 1d at NOS-37.

8 http://oceanservice.noaa.gov/ecosystems/mpa/.
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In September 2014, President Obama, citing his authority under the Antiquities Act, made a
Presidential Proclamation® to expand the Pacific Remote Islands Marine National Monument
from 87,000 square miles to nearly 782,000 square miles.®” Additionally, in September 2016, the
Administration designated a new Marine National Monument off of Cape Cod, Massachusetts.®®
On October 5, 2015, President Obama nominated two new marine sanctuaries, which would be
the first new designations in 15 years.®® NOAA’s preferred alternatives for the proposed Lake
Michigan marine sanctuary offshore Wisconsin and Mallows Bay sanctuary in Maryland
comprise 1,0757° and 52" square miles respectively. The preferred alternative for Mallows Bay
deviates significantly from the original 14-square mile proposal supported by the State of
Maryland. Further, on February 27, 2018, Governor Scott Walker wrote a letter rescinding his
support for the Lake Michigan sanctuary citing Wisconsin’s strong history of protecting its
shipwrecks and the “unnecessary bureaucratic red tape” a designation would bring.”> NOAA has
yet to state publicly the agency’s intention to formally withdraw the nomination.

Catch Shares —The FY19 budget includes $113 million for the development and implementation
of new catch share fishery management programs, a decrease of $5.1 million. This funding
supports 16 fisheries currently under the catch share quota management program.”

U.S. Fish & Wildlife Service (USFWS), Department of the Interior:

Highlights of the U.S Fish & Wildlife Service’s Budget Request:

FY 18 President’s Request $2.76 Billion
FY18 Annualized CR $2.95 Billion
FY19 President’s Request $2.79 Billion

The USFWS is responsible for implementing the Endangered Species Act and overseeing the
National Wildlife Refuge System, the National Fish Hatchery System, the Federal Duck Stamp
program, and distribution of funds to State fish and wildlife agencies. USFWS manages 566
National Wildlife Refuges’ and 88 National Fish Hatcheries.” The FY19 budget request for

8 Press Release, The White House, Presidential Proclamation — Pacific Remote Islands Marine National Monument
Expansion, September 2014.

67 The Washington Post: Obama Proposes Vast Expansion of Pacific Ocean Sanctuaries for Marine Life, June 2014.
8 Presidential Proclamation — Northeast Canyons and Seamounts Marine National Monument, September 15, 2016
89 Department of Commerce: President Obama Announces Two Possible New Marine Sanctuaries in Maryland and
Wisconsin, press release, October 5, 2015.

70 https://sanctuaries.noaa.gov/wisconsin/.

" https://sanctuaries.noaa.gov/mallows-bay/.

72 Governor Scott Walker, letter to Mr. Benjamin Friedman, Acting Administrator, National Oceanic and
Atmospheric Administration, 27 Feb. 2018.

73 National Oceanic and Atmospheric Administration FY 2019 Budget Justification — NMFS-41.
74 U.S. Fish and Wildlife Service FY 2019 Budget Justification — NWRS-1.
5 1d at FAC-2.
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USFWS is $2.79 billion, a $153 million decrease over the FY 18 annualized CR level. The
budget request also provides for a total of 8,019 total FTEs for FY19.7

National Fish Hatchery System — USFWS requests a total of $133.9 million for Fish and Aquatic
Conservation, a decrease of $20.8 million.”” Of the $133.9 million, USFWS requests $50 million
for operation of the National Fish Hatchery System, a decrease of $5.35 million from FY18
levels to support operations at 88 National Fish Hatcheries, one historic National Fish Hatchery,
9 Fish Health Centers, and 7 Fish Technology Centers."®

% |d at EX-5.
71d at BG-3.
8 1d at FAC-3
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